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NEBRASKA WHEAT DEVELOPMENT, UTILIZATION,
AND MARKETING BOARD

BACKGROUND

The Legidature enacted the Nebraska Wheat Resources Act in 1955. The Wheat Divison within the
Nebraska Department of Agriculture was separated into the Wheat Development, Utilization, and
Marketing Board (Board) in 1981. It ispublic policy of the State of Nebraska to protect and foster the
hedlth, prosperity, and general welfare of its people by protecting and stabilizing the wheet indusiry and
the economy of areas producing wheat. The Board is the agency created for such purpose and is
respongble for formulating the generd policies and programs of the State concerning the discovery,
promotion, and development of markets and industries for utilization of whest.

The Board is composed of seven members gppointed to five-year terms by the Governor. The
members of the Board shdl be citizens of Nebraska, shal be at least twenty-one years of age, shdll
have been engaged in growing wheat in the State for at least five years, and shdl derive a subgtantia
portion of their income from growing wheat. The Director of Agriculture and the Vice Chancellor of the
University of Nebraska Indtitute of Agriculture and Natura Resources shdl serve as nonvoting, ex-
officio members of the Board.

The Board's programs are financed solely by the State's 1.25 cent per bushel assessment on al wheet
marketed in the State.

MISSION STATEMENT

It is the public policy of the State of Nebraska for the Nebraska Wheat Development, Utilization, and
Marketing Board to protect and foster the hedth, prosperity, and generd wefare of its people by
protecting and stabilizing the whesat industry and the economy of the areas of the State producing whest.



NEBRASKA WHEAT DEVELOPMENT, UTILIZATION,
AND MARKETING BOARD

ORGANIZATIONAL CHART

7 MEMBER WHEAT BOARD

EXECUTIVE DIRECTOR

ASSISTANT DlHEcT{JIﬂ

ADMINISTRATIVE PUBLIC INFORMATION
SECRETARY OFFICER I




NEBRASKA WHEAT DEVELOPMENT, UTILIZATION,
AND MARKETING BOARD

EXIT CONFERENCE

An exit conference was hdd May 5, 2004 with the Board to discuss the results of our examination.
Those in attendance for the Nebraska Wheat Development, Utilization, and Marketing Board were:

NAME TITLE
Ronald Stoddard Executive Director
Carolyn Logue Assigtant Director
Donna Hicks Adminigrative Assgant



NEBRASKA WHEAT DEVELOPMENT, UTILIZATION,
AND MARKETING BOARD

SUMMARY OF COMMENTS

During our examination of the Nebraska Wheat Development, Utilization, and Marketing Board, we
noted certain matters involving the internd control over financid reporting and other operationd metters
which are presented here,

1. Nebraska Information System: Significant areas of concern or areas where improvement to
the Nebraska Information System (NIS) is needed to ensure NIS integrity and operational
efficiency were identified.

2. Lack of Segregation of Duties: One individua was able to both prepare and approve ther
own batches in NIS. There was no independent review of the NIS Generd Ledger Detall
Report, and there were other issues related to segregation of duties.

3. Travel Expense Reimbursements. Five of six documents tested did not contain adequate
documentation. One of seven documents tested lacked documentation to support a comparison
of costs between air travel versustravel by persond vehicle.

More detailed information on the above items is provided hereafter. It should be noted this report is
criticd in nature since it contains only our comments and recommendations on the areas noted for
improvemen.

Draft copies of this report were furnished to the Board to provide them an opportunity to review the
report and to respond to the comments and recommendations included in this report. The Board
declined to respond.

We gppreciate the cooperation and courtesy extended to our staff during the course of the examination.



NEBRASKA WHEAT DEVELOPMENT, UTILIZATION,
AND MARKETING BOARD

COMMENTSAND RECOMMENDATIONS

1. Nebraska | nformation System

Good internd control requires a plan of organization, procedures, and records, designed to safeguard
asts and provide reliable financid records.  Without adequate training, written procedures, and
controls, there is a risk that employees may unintentionaly corrupt critica data, and that errors could
occur and go undetected.

During the fiscal year ended June 30, 2003, the State of Nebraska implemented significant components
of anew information system called the “Nebraska Information System” (NIS). Two mgor components
were the Payroll component, which went live on January 3, 2003, and the Financia component, which
went live on March 1, 2003. All Nebraska Accounting System (NAYS) financid data from July 1, 2002
through February 28, 2003 (excluding payroll from January through February as NIS payroll went live
January 3, 2003) was converted to NIS as of March 1, 2003. NIS affects al Nebraska State
agencies.

A consultant hired by the Auditor of Public Accounts (APA) with expertise in studying large computer
systems performed a study of NIS processes and controls prior to June 30, 2003. The APA adso
performed a preliminary examination of interna controls as of June 30, 2003 at dl State agenciesin July
and August of 2003. In addition, while performing examination procedures the APA has iderified
other concerns related to NIS.

From these studies and examinations, the APA has identified concerns and areas where improvement to
NISisneeded. The following are the more significant concerns or areas where improvement is needed
to ensure NIS integrity and operationd efficiency:

a. The reconciliation between the State Treasurer’'s actud bank statements and records, the
NAS/NIS accounting records, and the related dispostion of reconciling items was not
completed for November 2002 through December 2003 in a timely manner.  Subsequent to
December 2003, the Department of Administrative Services (DAS) Accounting Divison
performed some reconciliation procedures. As of April 28, 2004 the June 30, 2003
reconciliation indicates an unknown variance between the bank records and the accounting
records of $3,654,783, with the bank being short compared to the accounting records. The
monthly reconciliations during the audit period and subsequent months indicate fluctuationsin the
variance amounts. Complete and timely reconciliation procedures between bank records and
accounting records provide control over cash and accurate financid information. The
reconciliation procedures should be done timely and on a monthly basis to ensure al financid
information is correct in NIS.

b. Two key financia reports to be prepared and presented by the DAS Accounting Divison were
not completed in atimely manner. The Annua Budgetary Report as of June 30, 2003 was not
completed until January 204. The Comprehensve Annud Financia Report has yet to be
completed for the fiscal year ended June 30, 2003. Timey reporting of the State's financid
information is key to dl users of such information, especidly State policy makers, when making
informed policy decisons.
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NEBRASKA WHEAT DEVELOPMENT, UTILIZATION,
AND MARKETING BOARD

COMMENTSAND RECOMMENDATIONS
(Continued)

1 Nebraska | nformation System (Concluded)

c. Asof June 30, 2003 a comprehensive written NIS policy and procedures manua had not been
prepared. Subsequent to June 30, 2003, DAS Accounting Division has made some progressin
updating the prior Nebraska Accounting System (NAS) and Nebraska Employees Information
System (NEIS) policy and procedures manuals to incorporate NIS policies. However, as of
the date of this report these policy updates are not complete. With hundreds of users of NIS, it
becomes imperative the State has a comprehensive policy and procedure manua to help ensure
congstent and accurate accounting of the State’ s financid transactions.

d. Labor digribution - The NIS payroll application is not dlocating sdaries and benefits
gopropriately to sdaried employees who incur hours that are digtributed across multiple
business units. This appliesto most agencies funds, programs, and grants.

e. A dealed andyss has not been peformed to determine whether users received adequate
training to enable them to appropriatdy perform their job functions. Training provided for the
implementation of NIS was limited to navigationd training and did not include explanaory
informationd training.

f. A records retention policy has not been implemented to ensure an adequate audit tral is
maintained for NIS information. The records retention schedules only dates, “Obsolete with
implementation of NIS.”

g  Thepayroll component is not designed to promote an effective segregation of duties.

h. Criticd function access rights - Access to sendtive Generd Accounting functions has been
provided to individuas who may not require such access as a part of their job responsihilities.

I.  Information security procedures - The State has not documented or formaized comprehensive
information security procedures for NIS.

. Busness continuity planning - The State has not implemented a formal, comprehensive business
continuity or disaster recovery plan that comprehends both NIS and its supporting
infrastructure.

The issues identified above are the responshbility of the Depatment of Adminidrative Services
Accounting Divison and NIS Functionad Team as they relate directly to NIS; however, they directly
affect dl Nebraska State agencies financid information and must be disclosed in this report. The
results of the consultant’s study of NIS were communicated in a separate report to the Department of
Adminigrative Services, who is responsible for NIS. Letters to each State agency communicated the
results of the APA’s preliminary examination of interna controls at the State agency leve. Additiona
concernsidentified by the APA were communicated to the appropriate State officids.



NEBRASKA WHEAT DEVELOPMENT, UTILIZATION,
AND MARKETING BOARD

COMMENTSAND RECOMMENDATIONS
(Continued)

2. L ack of Segregation of Duties

Good internd control requires an adequate segregation of duties so no one individud isin apogtion to
both perpetrate and conced errors or irregularities. Further, good internal control requires adequate
segregation of duties to ensure dl accounting functions can be performed within the Sate accounting
system (NIS).

We noted the following:

One individua was able to both prepare and approve their own batchesin NIS as of December
2003.

The same person was the sole reviewer of the Generd Ledger Detall Report.

One individud was respongble for performing nearly dl activities within the fixed assets
function.

No one was ableto initiate the disposal of an asset in NIS as of December 2003.

The Fixed Asst Integrity reports, the Unposted Transaction report, and the Additions and
Retirement report were not reviewed to ensure items added and del eted were proper.

Without an adequate segregation of duties there is an increased risk of loss or theft of State funds.

We recommend the Board ensure an adequate segregation of duties so
no one individud is in a pogtion to both perpetrate and conced errors
or irregularities. If an adequate segregation is not possble, due to
limited oaff, we recommend the Boad develop appropriate
compensating controls.  These controls would include an independent
review of the Genera Ledger Detall report and gppropriate fixed asset
reports. The Board should also ensure someone is adle to initiate the
disposa of an asset within NIS.

3. Trave Expense Reémbur sements

The State of Nebraska operated under an accountable plan for travel expenses during the audit period.
An accountable plan, defined by the Internd Revenue Service (IRS), must meet three rules: 1) The
expenses must have a business connection; 2) Employees must adequately account to the employer
these expenses within a reasonable period of time and 3) Employees must return any excess
reimbursements within a reasonable period of time. Employees can adequately account to employers
by providing the employer a statement of expenses, an account book, a diary, or a Smilar record in
which the employee entered each expense at or near the time of occurrence, dong with documentary
evidence of the travel, mileage, or other expense.
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NEBRASKA WHEAT DEVELOPMENT, UTILIZATION,
AND MARKETING BOARD

COMMENTSAND RECOMMENDATIONS
(Continued)

3. Travel Expense Reimbur sements (Continued)

Reimbursements made to employees under an accountable plan are not included in the employees
taxable income. Those expenses that do not meet the rules of an accountable plan should be treated as
having been rembursed under a nonaccountable plan.

IRS Publication 463 describes the records needed to prove certain travel expenses. This publication
gengdly indicates that documentary evidence, such as receipts, must be maintained to support
expenses. Documentary evidence is conddered adequate if it shows the amount, place, date, and
essentid character of the expense. A restaurant receipt is enough to prove an expense for a business
med if it has the name and location of the restaurant, the number of people served, and the date and
amount of the expense.

Good internd control requires procedures to ensure requirements of the State's accountable plan are
met and reimbursements are in compliance with IRS Publication 463 guiddines.

Sound business practice requires travel to be documented to ensure the travel was reasonable.
We noted the following:

Five of ax travel documents tested did not contain adequate documentation per RS guidelines.
Included in the gx documents were 49 of 90 meds clamed for reimbursement that did not
include the restaurant name. We noted a Smilar comment in the prior audit.

For one of seven documents tested there was no supporting documentation to substantiate that
expenses clamed and reimbursed related to travel by persona vehicle were lessthan what the
costs would have been for arfare. The round trip from Scottsbluff, NE to Albugquerque, NM
totaled 1,280 miles for atotal mileage cost of $461.

Without procedures to ensure adequate documentation is obtained, there is an increased risk of lossor
misuse of Sate funds. Additiondly, amounts paid under a nonaccountable plan must be considered
taxable income to the employee according to the IRS.

We recommend the Board implement procedures to ensure the method
of travd is the mogt cost efficient, and adequate documentation s
obtained for travel expenses.
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NEBRASKA WHEAT DEVELOPMENT, UTILIZATION,
AND MARKETING BOARD

INDEPENDENT ACCOUNTANT’SREPORT

We have examined the accompanying £hedules of revenues, expenditures, and
changes in fund baances of the Nebraska Wheat Development, Utilization, and
Marketing Board (Board) for the fisca year ended June 30, 2003 and the period
Jduly 1, 2003 through March 31, 2004. The Board's management is responsible for
the schedules of revenues, expenditures, and changes in fund baances. Our
respongbility is to express an opinion based on our examination.

Our examination was conducted in accordance with attestation standards
edablished by the American Inditute of Certified Public Accountants, and the
sandards applicable to attestation audits contained in Government Auditing
Sandards issued by the Comptroller Genera of the United States, and
accordingly, included examining, on a test bas's, evidence supporting the schedule
of revenues, expenditures, and changes in fund baances and performing such other
procedures as we considered necessary in the circumstances. We believe that our
examination provides a reasonable basis for our opinion.

In our opinion the schedules referred to above present, in al materia respects, the
revenues, expenditures, and changes in fund baances of the Nebraska Wheat
Development, Utilization, and Marketing Board for the fisca year ended June 30,
2003 and the period July 1, 2003 through March 31, 2004, based on the
accounting system and procedures prescribed by the State of Nebraska Director of
Adminigtrative Services as described in Note 1.

In accordance with Government Auditing Standards, we have aso issued our
report dated May 5, 2004, on our consderation of the Nebraska Wheat
Devedopment, Utilization, and Marketing Board's internd control over financid
reporting and our teds of its compliance with certan provisons of



laws, regulations, contracts, and grants. That report is an integra part of an attestation audit performed
in accordance with Government Auditing Standards and should be read in conjunction with this
report in congdering the results of our examination.

i Reding,, COA

May 5, 2004 Assgtant Deputy Auditor
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NEBRASKA WHEAT DEVELOPMENT, UTILIZATION,
AND MARKETING BOARD
SCHEDULE OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCE
For the Fiscal Year Ended June 30, 2003

Nebraska Wheat
Development,
Utilization, and
Marketing
Fund 29500
REVENUES:
Taxes $ 743,665
Miscellaneous 31,617
TOTAL REVENUES 775,282
EXPENDITURES:
Personal Services 167,489
Operating 462,558
Travel 40,667
TOTAL EXPENDITURES 670,714
Excess of Revenues Over Expenditures 104,568
OTHER FINANCING SOURCES:
Sales of Assets 113
TOTAL OTHER FINANCING SOURCES 113
Net Change in Fund Balance 104,681
FUND BALANCE, JULY 1, 2002 407,693
FUND BALANCE, JUNE 30, 2003 $ 512,374
FUND BALANCE, JUNE 30, 2003 CONSISTS OF:
Cash $ 509,760
Deposits With Vendors 2,614
$ 512,374

The accompanying notes are an integral part of the schedule.
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NEBRASKA WHEAT DEVELOPMENT, UTILIZATION,
AND MARKETING BOARD
SCHEDULE OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCE
For the Period July 1, 2003 through March 31, 2004

Nebraska Wheat
Development,
Utilization, and
Marketing
Fund 29500
REVENUES:
Taxes $ 965,087
Miscellaneous 22,607
TOTAL REVENUES 987,694
EXPENDITURES:
Personal Services 119,283
Operating 367,458
Travel 31,007
Capital Outlay 894
TOTAL EXPENDITURES 518,642
Net Change in Fund Balance 469,052
FUND BALANCE, JULY 1, 2003 512,374
FUND BALANCE, MARCH 31, 2004 $ 512,374
FUND BALANCE, MARCH 31, 2004 CONSISTS OF:
Cash $ 994,262
Deposits With Vendors 2,614
Due to Vendors (15,450)
$ 981,426

The accompanying notes are an integral part of the schedule.
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NEBRASKA WHEAT DEVELOPMENT, UTILIZATION,
AND MARKETING BOARD

NOTESTO THE SCHEDULES

For the Fisca Y ear Ended June 30, 2003
and
For the Period July 1, 2003 through March 31, 2004

1. Criteria

The accounting policies of the Nebraska Wheat Development, Utilization, and Marketing Board are on
the basis of accounting as prescribed by the State of Nebraska Department of Adminigtrative Services
(DAYS).

Per Neb. Rev. Sat. Section 81-1107 R.R.S. 1999, the State of Nebraska Director of Administrative
Services duties include “The keeping of generd accounts and the adoption and promulgation of
gppropriate rules, regulations, and adminidtrative orders designed to assure a uniform and effective
system of accounts and accounting, the gpprova of dl vouchers, and the preparation and issuance of
warrants for al purposes.”

The Nebraska Information System (NIS) is the officid accounting system prescribed by DAS for the
State of Nebraska. Policies and procedures are detailed in NIS manuals and Nebraska Accounting
System Concepts published by DAS and available to the public. The financid information used to
prepare the schedule of revenues, expenditures, and changes in fund tkalances for the Board was
obtained directly from the NIS. NIS records accounts receivable and accounts payable as transactions
occur. As such certain revenues are recorded when earned and expenditures are recorded when a
ligbility is incurred, regardless of the timing of related cash flows. The accounts payable ligbility
recorded on NIS, and thus recorded as expenditures, as of June 30, 2003 and March 31, 2004
includes only those payables posted to NIS before June 30, 2003 and March 31, 2004 and not yet
paid as of those dates. The amounts recorded as expenditures as of June 30, 2003 and March 31,
2004 do not include amounts for goods and services received before June 30, 2003 and March 31,
2004 which had not been posted to NIS as of June 30, 2003 and March 31, 2004.

Prior to the implementation of NIS, the State utilized the Nebraska Employees Information System
(NEIS) and the Nebraska Accounting System (NAS) to record transactions. NEIS was converted to
NIS effective January 1, 2003, and NAS was converted to NIS effective March 1, 2003.

The Board had no accounts receivable at June 30, 2003 and March 31, 2004. The Board had
accounts payable for services received but not yet paid of $15,450 included in expenditures as of
March 31, 2004. The Board did not have accounts payable as of June 30, 2003. The NIS system
does not include liabilities for accrued payroll and compensated absences.
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NEBRASKA WHEAT DEVELOPMENT, UTILIZATION,
AND MARKETING BOARD

NOTES TO THE SCHEDULES
(Continued)

1 Criteria (Continued)

The fund type established by NISthat is used by the Board is:
20000 — Cash Funds — account for revenues generated by specific activities from sources
outsde of State government and the expenditures directly related to the generation of the

revenues. Cash funds are established by State statutes and must be used in accordance with
those satutes.

The mgor revenue object account codes established by NIS used by the Board are:

Taxes — Compulsory charges levied by a government for the purpose of financing services
performed for the common benefit. Taxes recorded as revenue for the Board congists of afee
per bushel on al wheat sold through commercia channels in the State of Nebraska. The feeis
paid by the grower at the time of sale or ddivery and is collected by the first purchaser. The fee
for the audit periods was 1.25 cents per bushd.

Miscellaneous — Revenue from sources not covered by other mgor categories, such as
investment income,

The mgor expenditure object account titles established by NIS used by the Board are:

Personal Services — Sdaries, wages, and related employee benefits provided for al persons
employed by the Board.

Operating — Expenditures directly related to a program’s primary service activities.

Travel — All travel expenses for any Sate officer, employee, or member of any commission,
council, committee, or board of the State.

Capital Outlay — Expenditures which result in the acquisition of or an addition to capital assets.
Capital assets are resources of along-term character, owned or held by the government.

Other significant object account codes established by NIS and used by the Board include:
Assets — Resources owned or held by a government that have monetary value. Assets include
cash accounts, deposits with vendors, and receivable accounts.  Accounts receivable are

recorded as an increase to revenues and an increase to fund balance on the schedule. Cash
accounts and deposits with vendors are dso included in fund balance.
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NEBRASKA WHEAT DEVELOPMENT, UTILIZATION,
AND MARKETING BOARD

NOTES TO THE SCHEDULES
(Continued)

1 Criteria (Concluded)

Liabilities — Legd obligations arisng out of transactions in the past that must be liquidated,
renewed, or refunded a some future date.  Accounts payable transactions increase
expenditures and decrease fund balance.

Other Financing Sources — Long-term debt proceeds, operating transfers, and proceeds of
fixed asset dispositions.
2. State Agency

The Nebraska Wheat Development, Utilization, and Marketing Board (Board) is a State agency
established under and governed by the laws of the State of Nebraska. As such, the Board is exempt
from State and Federd income taxes. The schedule includes dl funds of the Board.

The Nebraska Wheat Development, Utilization, and Marketing Board is part of the primary government
for the State of Nebraska.

3. Beginning Balance

As noted above, the officid accounting system of the State was converted during the fisca year 2003
from NEIS and NAS to NIS. NEIS and NAS were grictly cash basis accounting.  Under the cash
basis of accounting, revenues are recognized when received and expenditures are recognized when paid
for dl funds of the Board. Therefore, the July 1, 2002 beginning fund ba ances do not include accounts
receivables or accounts payable.

4. Totals

The Totas "Memorandum Only" column represents an aggregation of individua account balances. The
column is presented for overview informationa purposes and does not present consolidated financia
information because interfund balances and transactions have not been diminated.

5. Capital Assets

Under NIS, capital assets are not capitdized in the funds used to acquire or congtruct them.  Instead,
capital acquistions are reflected as expenditures in governmenta funds. Capita assets, which would
include property, plant, equipment, and infrastructure assets (e.g., roads, bridges, sdewalks, and smilar
items) would be reported for the State of Nebraska in the Comprehensve Annua Financid Report
(CAFR). Depreciation expenses would be reported in the CAFR for the State of Nebraska. The cost
of norma maintenance and repairs that does not add to the vaue of the asset or extend asset life is not
capitaized.
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NEBRASKA WHEAT DEVELOPMENT, UTILIZATION,
AND MARKETING BOARD

NOTES TO THE SCHEDULES
(Continued)

5. Capital Assets (Concluded)

Capital asset activity of the Board for the fisca year ended June 30, 2003 was as follows:

Beginning Ending
Balance Increases Decreases Balance
Capital assets:
Equipment $ 31590 $ - % 3785 $ 27,805

Capita asset activity of the Board for the period July 1, 2003 through March 31, 2004 was as follows:

Beginning Ending
Balance Increases Decreases Balance
Capital assets:
Equipment $ 27805 $ 893 $ - % 28,698

- 16 -
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NEBRASKA WHEAT DEVELOPMENT, UTILIZATION,
AND MARKETING BOARD
REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER
FINANCIAL REPORTING BASED ON AN EXAMINATION OF THE
SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGESIN
FUND BALANCES, PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

We have examined the accompanying schedule of revenues, expenditures, and
changes in fund baances of the Nebraska Wheat Development, Utilization, and
Marketing Board for the fisca year ended June 30, 2003 and the period July 1,
2003 through March 31, 2004, and have issued our report thereon dated May 5,
2004. We conducted our examination in accordance with attestation standards
edablished by the American Inditute of Certified Public Accountants and the
sandards applicable to attestation audits contained in Government Auditing
Standards, issued by the Comptroller Generd of the United States.

Compliance
As part of obtaining reasonable assurance about whether the Nebraska Wheat

Development, Utilization, and Marketing Board's schedule of revenues,
expenditures, and changes in fund baances, is free of materid misstatement, we
performed tests of its compliance with certain provisons of laws, regulations,
contracts, and grants, noncompliance with which could have a direct and materid
effect on the determination of financid schedule amounts. However, providing an
opinion on compliance with those provisons was not an objective of our
examination, and, accordingly, we do not express such an opinion. The results of
our tests disclosed no instances of noncompliance that are required to be reported
under Government Auditing Standards. We noted a certain immeaterid instance
of noncompliance that we have reported to the management of the Nebraska
Wheat Devel opment, Utilization, and Marketing Board in the Comments Section of
this report as Comment Number 3 (Travel Expense Rembursements).
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Internal Control Over Financid Reporting

In planning and performing our examination, we consdered the Nebraska Wheat Development,
Utilization, and Marketing Board's interna control over financid reporting in order to determine our
procedures for the purpose of expressing our opinion on the schedule of revenues, expenditures, and
changes in fund balances, and not to provide assurance on the internd control over financid reporting.
However, we noted certain matters involving the internal control over financid reporting and its
operation that we consider to be reportable conditions. Reportable conditions involve matters coming
to our atention rdating to sgnificant deficiencies in the design or operation of the interna control over
financia reporting that, in our judgment, could adversdy affect the Nebraska Wheat Developmernt,
Utilization, and Marketing Board's ability to record, process, summarize, and report financid data
consgent with the assartions of management in the financid schedules.  Reportable conditions are
described in the Comments Section of the report as Comment Number 1 (Nebraska Information
System) and Comment Number 2 (Lack of Segregation of Duties).

A materid weakness is a condition in which the design or operation of one or more of the internd
control components does not reduce to ardatively low leve the risk that misstatements in amounts that
would be materid in rdaion to the financia schedule being examined may occur and not be detected
within a timely period by employees in the norma course of performing their assgned functions. Our
consderation of the internal control over financid reporting would not necessarily disclose dl matersin
the interna control that might be reportable conditions and, accordingly, would not necessarily disclose
al reportable conditions that are adso consgdered to be materid wesknesses. However, of the
reportable conditions described above, we consder Comment Number 1 (Nebraska Information
System) to be a materid weakness. We adso noted another matter involving internd control over
financid reporting that we have reported to management of the Nebraska Wheat Development,
Utilization, and Marketing Board in the Comments Section of the report as Comment Number 3 (Travel
Expense Reimbursements).

i Reding,, COA

May 5, 2004 Assigtant Deputy Auditor
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NEBRASKA WHEAT DEVELOPMENT, UTILIZATION,
AND MARKETING BOARD

STATISTICAL SECTION

Our examination was conducted for the purpose of forming an opinion on the schedule of revenues,
expenditures, and changes in fund balances. Statistical Section information is presented for purposes of
additional andysis. Such information has not been subjected to the procedures applied in the
examination of the schedule of revenues, expenditures, and changes in fund balances, and, accordingly,
we express no opinion on it.
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Schedule of Nebraska Wheat Production
Harvest Years 1999, 2000, 2001, 2002, and 2003

1999

2000

2001

2002

2003

I Acres Planted
I A cres Harvested

1,900,000
1,700,000

1,750,000
1,650,000

1,750,000
1,600,000

1,650,000
1,520,000

1,900,000
1,820,000

Bushels

81,600,000

59,400,000

59,200,000

48,640,000

83,720,000
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70,000,000
60,000,000
50,000,000
40,000,000
30,000,000
20,000,000
10,000,000
0

Bushels

Source: U.S. Department of Agriculture, National Agricultural Statistics Service website.

Note: The year represents when the wheat was harvested.

Schedule of Check-Off Received
Fiscal Years 1999, 2000, 2001, 2002, and 2003

$1,200,000
$1,032,678
$1,000,000 - $969,936
$832,858

$800,000 - $747,180 $743,665
$600,000
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$0
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-20 -




NEBRASKA WHEAT DEVELOPMENT, UTILIZATION,
AND MARKETING BOARD

Schedule of Disbursements by Category
Fiscal Year 2003

$35,860 $47,280

$69,000 $26,914

$92,000 $167,489

$21,000

$211,171
B General Operating O Board of Directors B Administration
[ International Marketing B Domestic Marketing M Research
M Policy Development O Publicity/Education

Schedule of Contract Payments
Fiscal Year 2003

The Board used over 60% of its disbursements for contractual services. The largest payments were
made to the following entities:

U.S. Wheat Associates $ 180,000
University of Nebraska-Lincoln $ 92,000
Nebraska Wheat Growers Association $ 41,764
National Association of Wheat Growers $ 28,000
Wheat Marketing Center $ 25,000
Wheat Foods Council $ 20,000
Gordley Associates $ 16,000
Other $ 20,875
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